U nderstanding the corporate social performance (CSP) construct and its measurement has long been considered an elusive project. Scholars have disagreed about the meaning of CSP and about the kinds of activities that distinguish between stronger and weaker CSP. Some even question the relevance of the construct, suggesting that scholarly attention drawn to it may be an unwelcome distraction (Entine, 2003) . This debate is not likely to be resolved soon as it reflects long standing-disagreement about both the proper role and conduct of business enterprises in our economy (Friedman, 1962) and the proper role of commerce in our republic (Dahl, 1985) .
The elusiveness of the CSP construct has resulted in difficulty in establishing empirically valid measures of it (Carroll, 1991) . Numerous measures and scales have been used to operationalize the CSP construct (see Margolis & Walsh, 2001 , for a review). One frequently used measure was the Fortune reputation database until it was found to be unduly influenced by managerial perceptions of a firm's financial success (Brown & Perry, 1994; Fryxell & Wang, 1994) . Most recently, the Kinder Lydenburg Domini (KLD) Social Ratings Data have been used extensively in scholarly research to operationalize the CSP construct.
1 These data have the virtue of not being highly correlated with Fortune reputation data (Szwajkowski & Figlewicz, 1999) indicating that the KLD ratings are not substantially influenced by a firm's financial success. Recently, a leading scholar has called the KLD data "the de facto research standard at the moment" for measuring CSP in scholarly research (Waddock, 2003, p. 369) .
The KLD data need not be perfect to be useful for the accumulation of knowledge, but the valid usefulness of the data requires further exploration. The current level of understanding the KLD data calls for inquiry into the underlying characteristics of the dataset. Much CSP research has focused on correlating the KLD data with measures of financial performance. Some of that research has missed the important step of asking how the KLD data help us, in the first place, to understand firm-level differences with respect to social activities. To gain a better understanding of the nature of the KLD data, we adopt an exploratory mode of inquiry (Stebbins, 2001) . Specifically, we seek to classify firms' social activities by observing actual corporate conduct through the lens of KLD. We achieve this classification scheme by comparing the results of our inductive analysis of firms' social conduct to classification systems formulated in prior literature. Then, we test concurrent validity of the resulting classifications by examining their correlations with key variables known to be associated with CSP.
Restated, our objective is to achieve a valid classification of corporate social action underlying the KLD data. To accomplish this objective, we first review numerous typologies from extant literature of firms' systematic patterns of social interaction. This review enables the reader to compare our results with existing frameworks of corporate social action. Second, we present the design of our inductive project-including a careful explanation ofresults of our analysis and consider their implications for measuring corporate social action in subsequent research.
Classification of Corporate Social Action
Scholars have suggested that research on CSP should identify the principles and processes that lead to specific social performance outcomes at various levels of analysis (Wartick & Cochran, 1985; Wood, 1991) . Prior empirical research using KLD data to measure firm-level social performance has typically conceptualized the data to represent social performance outcomes rather than potentially consequential social action (but see Berman, Wicks, Kotha & Jones, 1999 , for an exception). Mitnick (2000) makes a "critical distinction", between social performance and social action, arguing "outcomes (impacts) are not at all the same thing as outputs (activities)" (p. 426). In his model of CSP as a consequence of firms' systematic interactions in their environments, inputs and actions produce terminal outcomes that stakeholders value to greater or lesser degrees. Our project-classifying corporate social action patterns-necessarily involves reconceptualizing KLD data as indicators of firms' social action rather than consequences or outcomes of action. Relative to Wood's organizing framework for CSP research, we argue that firm-level social action is a central component of organizational processes related to underlying principles (and other causes) resulting in systematically different outcomes that matter to firms and the stakeholders that constitute them.
A theory-guided classification of corporate social action will have several features useful for accumulating knowledge in our field. Classification in social science is considered a fundamental building block of research that is "not only ubiquitous, but in fact necessary" (Bailey, 1994, p. 11) . Our classification scheme will serve several purposes. First, it will describe each class based on distinguishing attributes of those activities. Second, it will aid in complexity reduction by reducing the range of activities under observation to just a relevant few latent factors. Third, and finally, it will allow measurement of firms' social activities on the latent factors induced from the analysis (Bailey, 1994) . In short, a useful classification scheme will provide both a parsimonious description of corporate social action and a valid means to measure it.
Classification schemes can be developed using either conceptual or empirical means. After Bailey (1994) , we distinguish between typologies, which are conceptual formulations, and taxonomies, which are empirically derived. Therefore, we seek a meaningful taxonomy in the KLD data. The resulting classification scheme advances our understanding of firms' social activities and should be used, through further research, to discover related social structures and processes as well as their corresponding antecedents and outcomes. Before we proceed to examine the KLD data for these distinguishing characteristics, we review the extant literature identifying both conceptual typologies and empirical taxonomy of social activities. This review is necessary to provide a context for making sense of our findings.
Extant Classification Schemes for Firm-Level Social Action
Numerous typologies have been advanced but little taxonomy has attempted to describe firms' social activities. An early formulation suggested that CSP could be understood along three dimensions: categories of social obligation, specific content of key social issues, and an action component called "social responsiveness" (Carroll, 1979) . Carroll suggested that corporate social responsiveness could be described along a single continuum of action anchored on one end by do nothing and on the other end by do much. The first step along this continuum Carroll labeled as reaction, meaning fighting stakeholders all the way over a specific issue. This is followed by defense or "doing only what is required." Next is accommodation, which Carroll equates with progressive action by a firm in resolving a social issue. Toward the do-much end of the continuum is proaction, which Carroll defines as a firm's position of industry leadership in its response to a specific social issue. Carroll asserts modestly that firms' responses to social issues may be compared along this ordinal continuum, not that each case of reactive firm-level activity would correspond to a do-nothing response.
2 This single-dimensional conceptualization of corporate social responsiveness is often seen as a useful means to characterize firms'responses to a social issue and was subsequently developed into a measurement instrument known as the RDAP scale-an acronym constituted of the first letter of the four positions on the scale (Clarkson, 1995; Henriques & Sadorsky, 1999) .
A subsequent formulation adopted a decidedly phenomenological approach to explaining firms' social activities, suggesting that firms necessarily respond to stakeholders-both internal and external-based on managers' perceptions of the relative importance of different stakeholders (Mitroff, 1983) . Moreover, Mitroff argues that Carl Jung's (1923) typology of personality helps us to identify important aspects of individual difference that explain the stakeholders to which a corporate manager would naturally prefer to attend. Mitroff chose Jung's typology because it is directly applicable to individual differences between managers. It describes personality tenden-cies among individuals without prescribing any of them as superior to another. As Mitroff explains, association with a particular personality type simply identifies specific tendencies and vulnerabilities to which managers should be aware. The personality types are complementary. Management teams consisting of representatives from each of the classes would include more of the strengths and fewer of the vulnerabilities described in the framework than would management teams represented by fewer of the classes.
The two dimensions of Mitroff's (1983) adapted typology are (a) inputdata and (b) decision-making. The input-data dimension reflects individuals' preferences for making sense of the external environment, whether by collecting evidence or by intuition. The second dimension refers to how individual managers prefer to use the data they collect in making decisions, whether by thinking or feeling. Mitroff's application of this typology to managerial decision-making implies that managers prefer different means of relating to stakeholders based on the four resulting types of personalities. Mitroff identifies the primary concerns of the four different types of managerial attitudes as external-people, external-technical, internal-people, and internaltechnical. The key premises of this formulation are (a) that psychological attributes of a firm's key decision-makers shape the nature of a firm's stakeholder relationships, (b) that implicit in the firm's social activities are conflict and bargaining processes surrounding managers' preferences for prioritizing stakeholders, and (c) that these processes often remain implicit and unexamined if they are not purposefully made explicit.
A well-worn typology of firms' patterns of social action is advanced in tandem with the assertion that effective strategic management must take place at the enterprise level (Freeman, 1984) . Enterprise-level strategy, according to this formulation, is a pattern of activities that answers the questions "What is the role of our organization in society?" "What principles or values does our organization represent?" and "What obligations do we have to society at large?" (Freeman, 1983, p. 44) . Adopting the definition of strategy as a pattern of systematic behavior instead of necessarily a planned or intended course of action (Mintzberg, 1978) , the typology of strategic stakeholder-oriented programs and transaction processes theorized in this formulation can be interpreted as firm-level social action. Specifically, four classes of stakeholder-oriented interaction are theorized: ignore the stakeholder, the public relations approach, implicit negotiation, and explicit negotiation (Freeman, 1984) . No common dimensions are offered as an organizing logic for these classes, but one can impute from the author's explanation of the interaction styles that they could be located along two dimensions that we recognize as (a) extent of communication and (b) the use of unilateral action. Subsequent case illustration (Savage, Nix, Whitehead, & Blair, 1991) and empirical research (Mattingly, 2003; Rowley, 1998) has demonstrated the usefulness of this typology for clarifying patterns of conflict and cooperation in firm-stakeholder relations.
Another formulation of firms' social actions was advanced in the sole empirically grounded work of our review (Miles, 1987) . This grounded theory discovery (Glaser & Strauss, 1967) of insurance firms'tendencies toward social action found distinct links between top managers' philosophies and the various tendencies toward social action observed of these firms. This formulation classified various approaches to firm-level social action as external affairs strategies, finding that they differed systematically with executive managers' philosophies about the firm's role in society. The two dimensions of social activity observed of the insurance companies included in Miles's study indicated (a) the extent to which the firm was open to relationships with other organizations in the technical environment (collaborative vs. individualistic) and (b) the content of relations with public interest entities such as regulators, legislators, and public interest groups (problem-solving vs. adversarial). A key finding of this study was that the social philosophies of executive managers were strongly associated with the firms' external affairs strategy, an argument similar to the phenomenological approach advocated by Mitroff (1983) . Specifically, firms having institutionally oriented leadersthose pursuing adaptive approaches to external influence and viewing the firm as having important impacts on society-tended to develop more collaborative, problem-solving patterns of social action. Conversely, firms having enterprise-oriented leaders-who seek to protect the firm's autonomy by buffering its transformation processes from external influence-tended toward more individualistic and adversarial social action.
A final typology of firm-level social action specifically used the KLD data to operationalize stakeholder responsiveness along a single dimension (Berman et al., 1999) . Our reading of the literature suggests that it is the only study that has conceptualized KLD data as an indicator of social action toward stakeholders instead of social performance outcomes. This formulation simply identified social responsiveness toward stakeholders on a single dimension consisting of more and less responsiveness toward each of five stakeholder groups that KLD rates: communities, diversity, employees, the natural environment, and product quality and safety (which is often considered a proxy for consumers as a stakeholder). The important implication of the study for our purposes is the one-dimensional formulation of social responsiveness, anchored on each end by high and low responsiveness toward individual stakeholders.
In summary, there have been several attempts to describe firms' patterns of social action in a theoretically meaningful manner and a single attempt to capture those patterns using empirical research. The primary works we have cited are listed below along with the dimensions of social action that each theorized (Table 1) . We now turn to inductive analysis of the KLD indicators of corporate social action to examine their usefulness for future research in representing constructs similar to those conceptualized in extant literature.
Inductive Research Methods
As earlier explained, our project was to determine whether taxonomy of firm-level social action exists in the KLD data. Ideally, such a classification scheme would reduce complexity in the KLD data to assist in understanding how the data can be used for empirical research. We agree with Stinchcome's (1968) assessment of the value of this act of complexity reduction.
A [taxonomy] is a statement that a large number of variables have only a small number of combinations of values which actually occur, with all other combinations being rare or nonexistent. This results in a radical improvement in scientific theory. (p. 47) 3 We used EFA for our project to allow the data to speak to us regarding the patterns of firm-level social action underlying KLD's observations. EFA is especially appropriate for uncovering latent factor structures underlying numerous correlated variables (Johnson & Wichern, 2002) . We anticipated the result of the analysis to be a reduced set of factors that would establish (a) the extent to which the KLD data can be reduced while maintaining convergent and discriminant validity among the constituent variables, and (b) interpretation of the latent factors underlying the KLD variables included in our study. Such an interpretation allows us to determine some of the extant descriptive classes of corporate social action for which KLD data can be a valid indicator. The sections that follow explain, first, the sources of data used in our analysis and how they were prepared. Following is an explanation of the procedures for the EFA and a presentation of the results.
Data and Sample
The data were drawn from two sources. Indicators of corporate social action were taken from the KLD Social Ratings Data. Financial and demographic indicators were drawn from the COMPUSTAT database for the purpose of examining the concurrent validity of the EFA solution. Both social and financial data were drawn for the time period 1998 through 2002, the latest 5 years of data available from both datasets. We used 5 years of data because in developing a taxonomy of corporate social action, we are specifically interested in characterizing systematic patterns of activity rather than examining exceptions observed in short-term activity. 4 Financial data were drawn from the same time period because they will be used to establish the extent of concurrent validity between the underlying factors from the KLD data and exogenous variables found to be related to corporate social action in prior research. Concurrent financial data were used-rather than lagging or leading indicators-because recent research has indicated that relationships between social activity and financial performance are as often likely to be concurrent as they are to be lagging or leading (Orlitzky, Schmidt, & Rynes, 2003) .
Measures
Indicators of corporate social action. KLD's Social Ratings dataset has become the standard for quantitative measurement of corporate social action. Numerous studies from multiple fields of scholarship and practice have adopted it for this purpose, although not without criticism (Entine, 2003) . We adopted 12 measures available from the KLD data that correspond to six key social issues of interest to managers and students of management (Carroll, 1979) : local communities, diversity, treatment of employees, the natural environment, product safety and quality, and corporate governance. Adopting a stakeholder approach to the study of corporate social action (Clarkson, 1995) , we view these as six key stakeholders toward which a firm's history of interaction should be expected to result in relatively stronger or weaker relationships.
The KLD ratings indicate the presence or absence of strengths and weaknesses regarding numerous attributes of each rated firm's social action toward the six stakeholder groups listed above (see appendix). Virtually all of the prior research using the KLD data has subtracted the weaknesses from the strengths to derive a composite indicator of a firm's social action. In a significant departure from prior research-constituting a major contribution of our project-we sum separately the indicators of strength and weakness, leaving them separate for the EFA. We reject the assumption that strengths and weaknesses necessarily covary in opposing directions and prefer, instead, to examine empirically whether they do. If they fail to covary in opposing directions they lack convergent validity, meaning they do not measure opposing sides of the same underlying construct. If they fail to converge they should not be combined for research purposes. Combining nonconvergent, or independent variables in the construction of a composite, can often mask an underlying relationship between variables and confuses the interpretation of any observed relationship (Carver, 1989) . The confusion occurs because we cannot specify the nature of the observed relationship between the variables found to be empirically distinct. Therefore, identifying empirical independence between strengths and weaknesses in corporate social action would indicate that some conclusions drawn from prior empirical research could require reinterpretation.
Measures of corporate social strength and weakness were derived by summing the individual criteria for each of the six stakeholder groups considered for our study, listed above. The result of this procedure was 12 indicators representing social strength and weakness toward each of six stakeholder groups. Because the 12 rated issue-areas consist of inconsistent numbers of criteria, the resulting indices are incomparable. Therefore, we normalized the indices by transforming each data point to its z score equivalentresulting in a normal distribution for each variable such that the mean is equal to 0 and the standard deviation is equal to 1. This procedure rendered the indicators comparable for use in EFA, so we used the 12 resulting measures as input data for our inductive study.
Financial and demographic data. The source of our financial and demographic indicators was COMPUSTAT. The sole purpose for including these data in our study was to examine the concurrent validity of the factors resulting from the exploratory analysis. Measures demonstrate concurrent validity, meaning that they adequately represent the intended construct, when they are correlated with exogenous variables known to be related to the construct that those variables are expected to measure (Kerlinger & Lee, 2000) . Specifically, we identified four key variables that have been demonstrated in prior empirical research to be associated with corporate social action (Margolis & Walsh, 2001; Orlitzky et al., 2003) . They are accounting returns, market returns, market risk, and firm size. Both accounting returns and market returns have been associated with corporate social action, but the relationship is stronger for accounting returns (Orlitzky et al., 2003) . We measure accounting returns as 5-year average return on assets and market returns as 5-year total stock returns-including cash flows to stockholders from both capital gains and dividends. Other studies have reported negative relationships between market risk and corporate social action (McGuire, Sundgren, & Schneeweis, 1988; Orlitzky & Benjamin, 2001 ), so we included beta, a measure of the volatility of a firm's stock price relative to that of the overall market for equities. Another study found that firms' sizes were related to corporate social action (Orlitzky, 2001 ), so we included the log transformation for each firm's 5-year average net sales. Together, these four indicators comprise the field of exogenous variables we used to assess the concurrent validMattingly, Berman / Measuring Corporate Social Action 29 ity of the factors resulting from our exploratory analysis.
5 Correlations between these four exogenous variables and the 12 KLD indices are reported in Table 2 . The observed correlations clearly demonstrate a pattern of significant relationships consistent with previous findings in research on corporate social action, indicating that measures developed from the KLD data provide adequate concurrent validity.
Sample
The study's sample included 293 firms listed on the Standard and Poor's (S&P) 500 broad market index for which both KLD and COMPUSTAT data were available for the 5 years from 1998 through 2002. The KLD ratings are compiled each year for approximately 650 firms that represent the union of both the S&P 500 firms and those having social ratings strong enough to be selected for inclusion in the Domini Social Index (DSI) 400. 6 We excluded firms that were included in the DSI 400 but not in the S&P 500 because their high social performance ratings make them unrepresentative of the population of firms. Therefore, their inclusion in the sample would likely confound our results and would certainly limit the generalizability of our findings. We confirmed this suspicion by testing mean differences on KLD variables between S&P 500 firms and DSI 400 firms, finding significant differences on many of the KLD variables between those two populations. Therefore, only S&P 500 firms were included in the sample without regard to whether those firms were also included in the DSI 400. The number of firms included in the sample was less than 500 because many firms were not listed on the S&P 500 for the entire 5-year period. For these reasons, either COMPUSTAT or KLD data were unavailable for many firms for at least a portion of the 5-year period for which data were collected. Firms for which some of the data were missing during this period of time were excluded from our sample.
EFA and Results
EFA was employed to determine whether the KLD variables indicate meaningful underlying constructs related to extant typological descriptions of corporate social action. An important result of the factor analysis is quantitative measures of the latent constructs using factor scores. These factor scores can be used in subsequent studies to measure related constructs of corporate social action. We consider the resulting measures to be an important contribution of our study because they can be used in future research as indi- cators of the underlying latent constructs we derive. In the following paragraphs, we explain our procedures for conducting the EFA. We used the principal components algorithm to model as much as possible of the variance among the 12 KLD variables included in the analysis. We employed the oblimin oblique rotational method, as advised by Conway and Huffcutt (2003) , so that resulting factors would remain correlated if such correlation is present in the data. Consistent with our objectives for the research, these methods model as closely as possible the existing patterns of covariation in the data. Finally, we determined the appropriate number of factors using the latent root criterion (Hair, Anderson, Tatham, & Black, 1998) . Using this method, we accepted only factors having eigenvalues greater than 1, ensuring that each resulting factor accounted for variance attributable to at least 1 of the 12 KLD variables included as input for the EFA. This method resulted in four latent factors, each exhibiting clean factor structure-meaning that loadings were at least 0.50 for each variable included in the factor but less than 0.50 for the other factors (Table 3) . Factor loadings at least 0.50 are statistically significant (p < .05) for our sample size (Hair et al., 1998) .
We used three methods to assess the validity of our EFA. These methods included replication, concurrent validation, and interpretability of the factors (Hair et al., 1998) . We demonstrate replication and concurrent validation here and then discuss the interpretation of the solution in the following section. First, to establish whether the solution could be replicated, we randomly chose approximately half of the firms from the entire sample of 293 to run another factor analysis for comparison against our solution. The EFA for the 147 firms included in the subsample included identical specifications to the analysis for the entire sample of 293 firms. Although the smaller sample of 147 firms was fewer than the recommended 20 firms per variable to achieve a valid factor solution (Hair et al., 1998, p. 99) , the resulting solution was substantively similar to the original solution-as evidenced by comparing Tables 4 and 3. The EFA for the subsample also resulted in four factors having nearly as clean structure and nearly identical loadings as the original, indicating a replicable structure having similar interpretation.
Second, we examined the concurrent validity of the factor solution by comparing correlations between the four latent factors and the four exogenous variables (Table 5) to those for the entire 12 KLD variables (Table 2) . We performed this analysis to confirm that the latent factors derived from the analysis maintained the original patterns of relationship to the exogenous variables. Comparison of the two correlation tables confirmed that, indeed, the pattern of relationships with the exogenous variables is preserved in the four-factor solution, confirming its validity. Moreover, the underlying factors reveal some additional interesting correlations with the exogenous variables that are not apparent when the individual variables are examined alone. Interpretation of those factors and the usefulness of the resulting measures for future empirical study of corporate social action are examined in the following section.
Discussion
The results of the EFA described above indicate that the 12 KLD variables can be reduced to four distinct factors and that those factors parallel dimensions of corporate social action described in some extant typologies. Following are interpretations of the observed factors and an examination of their degree of correlation with the four exogenous variables included in the study. Because the factor scores developed from the EFA provide new measures of underlying patterns of corporate social action, we also examine the usefulness of the new derived measures for future discovery.
Interpretation of the Factors

Institutional Weakness
The variables loading on the first factor involve primarily weak, or negative, social action toward environment and community (Table 3) . Although environmental strength also loads on this factor, examination of the correlations reveals that environmental strength is highly correlated with environmental weakness, so it will always load on a factor with environmental strength. Perhaps firms that tend to adopt environmentally friendly programs are often those that tend also to cause harm or to extract from it.
7 Environ-34 Business & Society mental weakness loads on the factor much more heavily than does environmental strength, indicating that it is much closer to the interpretation of the latent variable than is environmental strength. Because the environmental strength variable is so highly correlated with environmental weakness, it was excluded from the interpretation of the factor for the sake of clarity. The two remaining variables loading on the factor-environmental and community weakness-both indicate firms' negative actions toward stakeholders from the institutional environment. Scott and Meyer (1983) distinguish between institutional and technical segments of a firm's environment. A firm's institutional environment is the source of normative expectations of the firm, whereas the technical environment is the source of resource exchanges. Local communities and the public interest groups that represent the natural environment are stakeholders from the institutional environment that provide normative expectations to which firms can respond or neglect. Firms rating high on the first factor have histories of local investment controversies and other negative externalities (see appendix). They also have problems with environmental regulatory compliance and hazardous waste disposal, among others. Therefore, we interpret this type of social action to indicate a firm's neglectful (perhaps even harmful) pattern of action toward institutional stakeholders.
Institutional Strength
The second of the four factors indicates strong or positive social activity toward community and diversity stakeholders. The component KLD variables loading on the second of the four latent factors are diversity strength and community strength. Both are institutional stakeholders in that both groups represent normative expectations that firms will act responsibly toward them. The diversity strength variable in the KLD ratings indicates firms'positive treatment of women, minorities, disabled, and gay and lesbian stakeholders of the firm (see appendix). The community strength variable indicates primarily philanthropic support of local community-development initiatives. Both variables indicate the extent to which firms respond to normative expectations that they will be inclusive in their employment practices and that they will give back to the communities that sustain them. The normative nature of these expectations implies that these stakeholders can be classified as institutional. Therefore, we interpret the second latent factor to indicate strength, or positive corporate social action, toward institutional stakeholders.
Diversity-related stakeholders, in addition to making normative claims on the firm, also engage in resource exchanges with the firm. The fact that they often participate in both the firm's institutional and technical environments creates a potential difficulty for interpreting the latent factors that include these variables. The KLD data apparently reflect this complexity in the nature of relationships between firms and their diversity-related stakeholders. Although some items clearly reflect a firm's response to institutional pressures, others relate to corporate action toward diversity-related employees-who are more appropriately classified as technical stakeholders of the firm because they are engaged in resource exchanges with the firm. Although employees are technical stakeholders, diversity-related employees may also have normative expectations for the firm's treatment of nonemployed diversity-related stakeholders. They are, therefore, both institutional and technical stakeholders. The result of the overlapping membership of diversity-related stakeholders is an otherwise unclear disparity in the loadings of diversity strength and diversity weakness between institutional and technical classifications. Although the diversity strength variable loads on the institutional strength factor, the diversity weakness factor loads on the third of the four latent factors of our analysis, which we interpret to indicate technical weakness-as we next explain.
Technical Weakness
The third of our four latent factors is associated with weak corporate social action toward stakeholders that are primarily engaged in resource exchanges with the firm. As exhibited in Table 3 , the specific stakeholders loading on this factor are employees, consumers (product), stockholders (governance), and diversity-especially diversity-related employees of the firm (see appendix). Because these stakeholders are clearly associated with the technical environment of the firm, subject to the overlapping membership of diversity-related stakeholders explained above, we interpret this latent factor to indicate weak or negative corporate social action toward stakeholders of the technical environment. Firms scoring high on this latent factor tend to neglect or even to harm stakeholders from the technical environment to a greater extent than firms scoring low on this factor.
Technical Strength
The last of the four latent factors resulting from our EFA includes loadings for variables reflecting strength, or positive corporate social action toward technical stakeholders, specifically consumers (product), stockholders (governance), and employees (Table 3) . Consumer issues rated by KLD revolve around product quality, innovation (research and development), and safety as well as advertising truthfulness and antitrust issues (see appendix). Stockholder issues rated by KLD include among them executive compensa-36 Business & Society tion and an assessment of the social activities of subsidiary firms. The main employee-related issues monitored by KLD are compensation and benefits, safety, participation in decision-making, and relations with represented employees. We interpret this last factor, therefore, as technical strength-an indicator of the extent to which a firm tends to adopt positive action toward stakeholders with which it is involved in resource exchanges.
Distinctive Types of Corporate Social Action
Taken together, the four factors that resulted from our exploratory analysis reveal that firms' patterns of social action, whether positive or negative, tend to covary depending on whether stakeholder groups provide institutional or technical resources (see Figure 1 ). An especially significant finding is that positive and negative social action (strengths and weaknesses) did not converge in the factor analysis, indicating that they are independent constructs that should not be combined in empirical research. Researchers have generally combined social strengths and weaknesses (see Waddock & Graves, 1997, and Greening, 1999 , for examples) and have been advised to do so (Sharfman, 1996) . Although some researchers have intuitively protested this practice for some time (Griffin & Mahon, 1997) , our study is the first to provide empirical evidence that the practice fails to produce valid measures of corporate social action. Indeed, what our study im- plies is that when scholars speak of corporate social action, we must indicate whether we refer to positive or negative action. Generalizations made about positive action on the basis of prior research do not necessarily hold in the inverse for negative action and vice versa. The two constructs are independent of one another. Combining strengths and weaknesses to provide a composite indicator of corporate social action is a valid research practice only if those variables exhibit convergent validity (they load together on a factor). If they do not, conclusions drawn from research using the composite indicator cannot distinguish effects associated with social strength from those associated with social weakness. Restated, combining independent constructs disables us from attributing observed effects to appropriate causes (Carver, 1989) . For example, Table 5 clearly establishes that institutional strength and weakness covary relative to accounting performance inversely as would be predicted by prior research results (see Margolis & Walsh, 2001, and Orlitzky et al., 2003 , for reviews). However, the correlations between accounting performance and social action toward technical stakeholders exhibit a negative relationship for technical weakness-as expected according to theorizing in the stakeholder tradition (Freeman, 1984; Jones, 1995; Post, Preston, & Sachs, 2002) but exhibit no association at all with technical strength. This result indicates that social weakness is not simply the converse of social strength and vice versa. They are qualitatively distinct types of social action that may exhibit unique-not necessarily inverse-associations with a multitude of causes and consequences. Failure to distinguish between technical weakness and technical strength precludes consideration of these potentially independent effects.
In addition to the problems described above, the practice of combining social strengths and weaknesses in empirical research could hide countervailing effects of each of these variables on a dependent variable. For example, correlations for institutional weakness and strength with market risk exhibit nearly equal effects but in opposite directions (Table 5 ). These countervailing effects, when combined in a composite variable, could be inadvertently masked so that researchers might conclude that there is no effect of social action toward institutional stakeholders on market risk. On the contrary, the effects indicated by these correlations are highly interesting and worthy of further investigation. To avoid these potential hazards of misspecification, researchers should ensure that social strengths and weaknesses remain independent (are not combined) in future research unless their convergence can be demonstrated empirically.
with managerial values, distinguished between enterprise-oriented and institution-oriented philosophies. Enterprise-oriented philosophies were associated with a narrow notion of the firm's social responsibility, whereas institution-oriented philosophies were associated with broader conceptions of corporate social responsibility. Both the Mitroff and Miles formulations assume that corporate social action is an outgrowth of managerial cognitive tendencies. Our analyses and the derived taxonomy of corporate social action make no similar assumption. Instead, we leave such empirical questions to future inquiry. Therefore, the distinction in our taxonomy between social action toward technical stakeholders and social action toward institutional stakeholders does not directly reflect a theoretical construct found in prior literature. However, it is associated with distinctions of corporate social action made in prior theorizing that will allow us to both expose some prior assumptions of causes of action (e.g., managerial personalities and values) and to test alternative theories of those causes.
The pattern of relationships between the latent factors of corporate social action and the four exogenous variables from prior research cited earlier (Table 5 ) serve both to confirm the concurrent validity of the derived measures and to call out interesting associations revealed by the new distinctions. First, consistent with prior research, social weakness is negatively correlated with financial performance, whereas social strength is positively correlated. However, the distinction between positive and negative social action as well as technical and institutional stakeholders is revealing. Although institutional strength is significantly correlated with financial performance, technical strength is uncorrelated with financial performance. This finding implies prescriptions contradictory to traditional managerial tendencies to prioritize technical over institutional stakeholders (Posner & Schmidt, 1984) , thus providing fertile ground for future study.
Conclusion
Our contribution has been methodological rather than theoretical. We developed, through exploratory analytical methods, a classification of corporate social actions based on latent patterns of covariation present in the KLD data. Additionally, we measured these latent factors for use in future research examining the causes and consequences of corporate social action. The four latent factors underlying the 12 KLD variables included in this study provided the classification of corporate social activities we sought (Figure 1 ). Factor scores representing each firm's loadings on the four latent factors provide the measures needed to make use of those classifications to 40 Business & Society advance knowledge in our field. Furthermore, the inductively derived factors bear connection to elements of social action indicated in prior literature (especially Carroll, 1979, and Mitroff, 1983) . Also, the measures demonstrate concurrent validity through their correlations with four key variables found in prior empirical research to be related to corporate social action. Taken together, these facts suggest that we can, with reasonable confidence, use the KLD data to indicate specific aspects of corporate social action that we have identified. However, our analysis also indicates that there are more and less valid ways to combine the KLD data for use in empirical research. This finding might suggest that prior research using KLD data could be fruitfully reconsidered to clarify the knowledge that can be gained from them.
When using the KLD data in empirical research, it is important to carefully clarify the social construct that we intend the data to measure. We argue that taking the KLD data to indicate corporate social action is a more useful representation of the data than supposing it to indicate an outcome variable such as CSP. This reorientation of our understanding of the KLD Social Ratings data may help to resolve some of the miscommunication and disagreement among students of corporate social activity. We need not agree, as a field, that these items included in the KLD data (see appendix) do or do not represent desirable outcomes or ends in themselves. Instead, empirical research can proceed to examine both the causes and consequences of corporate social action-locating the construct as independent or dependent variable as suits the requirements of individual researchers and their projects. For example, some may wish to examine the various causes of the multiple types of corporate social action. Although Wood's (1991) model implies that the most important causes will be managers'principles or values, we suspect that managers' values may be less important drivers of corporate social action when managers do not rule the firm with an iron fist. It is often the case that habits and practices embedded deeply in a firm's culture over time is much more a consequence of the firm's path-dependent history than of managerial values. Other researchers could examine the multiple consequences of certain types of corporate social action. Much work has already studied the relationship of corporate social activities, financial performance, and risk. Future research should also scrutinize the relationship between corporate social action and other valued outcomes, such as employee satisfaction and retention, fair compensation practices, avoidance of crises or scandals, abstention from political interference, and positive public image.
We suspect that the prospect of agreeing on a desirable set of corporate social activities is an unattainable objective. Individuals'social, political, and philosophical commitments certainly vary enough to render such agreement virtually impossible. Those who might view research on corporate social 4. Although, as argued by an anonymous reviewer, short-term exceptions from corporate social action tendencies are also interesting phenomena deserving further inquiry.
5. Although innovation-measured as research and development intensity-has been associated with corporate social strength (McWilliams & Siegel, 2000) , we excluded it from our assessment of concurrent validity because few firms report research and development expenditures. The absence of the data for most of the sample firms could likely confound the nature of any observed relationship.
6. In recent years, KLD Analytics, Inc. has begun to compile its Social Ratings data for the firms included in both the Russell 1000 and Russell 3000 indices as well as for those listed on the S&P 500.
7. This interesting phenomenon requires further inquiry but is beyond the scope of this study.
